THE ATTORNEY GENERAL
OF TEXAS

AUSTIN 11, TEXAS
PRICE DANIEL *

ATTORNEY GENERAL

August 18, 1950.

County Attorney
Llano County Re: The authority of the
Llano, Texas Commnissioners' Court

to cash Govermment
bond school fund in-
vestmentes before ma-
turity and reinvest
in inde ent school
ddstrict bonds having
Dear Mr. Mueller: a lower interest rate.

_ You have requested an opinion of the Attorney
General aoncerning the authoratz,or the Commissioneprs'
Oourt to sell et & discount United States Govermment
bonds bLelonging to the permanent school fund of the coun~
$y in order to invest the proceeds in bonds of the Llano
Indepsndent Sohool Distriet which would yteld the perma-

solwol fund & lover rate of interest than the United
B%ates Jovertment btwads.

Jeotiom 6 of Artiole VII of the Comstitution of
Texas provides:

“All lsnds heretofore, or hereafter

a:.ntod to the several oountiesa of this

ate for educationk) purposes, are of
right the property of said counties re-
spectively, %o whioh thnz vers granted,
and titis éhoroto 1s vested in said coun~
$ies, and no adverse possession or lim-
1%ation shall ever be available ageinst
the title of any county. Bach county may
s8ll ep dtspose of its lands in whole op
A peS, in manner to be provided Dy the
Oouulilionors' Court of the county. Ac~
tual settlers residing on said land, shall
bs protected in the pricr right of purchas~
ing the same to the extent their settle~
meRt, not to exceed che hundred and sixty
acres, at the price fixed by said sourt,
vhich pries shall not include the value of
axisting improvemsnis mads thereon by sueh



Hon. A. G. Mueller, page 2 (V-1089)

settlers. Said lands, and the proceeds
thereof, vhen sold, shall bes held by saiad
counties alone as & trust for the benefit
of public schools therein; said procesds to
be invested in bdonds of the United States,
the State of Texas, or counties in said
State, or in such other securities, and un-
der such restrictions as may be prssoribed

lawvj; and the counties shall be »responsi-
ble for 2ll investments; the interest shere-
on, and other revenue, 3xeopt the prineipal
shall be avallable fund.

Article 2824, V.C.3., provides;

"Bach county may sell or dispose of the
lands granted to 1t for educational purposes
in such manner as may be provided by the com-~
missioners court of such sounty, and the pro-
ceeds of any such sale shall be invested in
bonds of the United States, the BState of Tex-~
as, the bonds of the counties of the State,
apd the independent or common school Gis-
tricts, road precinct, drainage, irrigeation,
auvtgation and levee districts in this State,
and the bonds of incorporated cities and
towns, and held by such county alone as a
trust for the benefit of publie free schools
therein, only the interest thereon to be
used and expended annually."

- By virtue of the foregoing constitutional and
statutory provisions, interest paid on investments of
moneys belonging to ¢ne permanent school fund of a coun~-
ty 18 deposited in the available school fund of the coun-
ty rather than the permanent school fund. Furthermore,
moneys belonging to the permanent school fund cannot be
. expended or used by the county.

Under the facts submitted, the Commissioners!
Court would sell United States Government bonds belong-
ing to the permanent school fund of the ocounty at a dis-
count, thereby diminishing the permanent school fund. It
is our on that sueh 2 prosedure would be in viela-
;10: of Section 6§ of Article VII of the Constitution of
eXAas

If, on the other hand, the government bonds in
question are »old &% not less than par, the Commissioners'
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Court would have authority under Article 282% %o invest
the proceeds in bonds of independent school Alstricts.

Since Section 6 of Article VII of the Constitu-
tion of Texas makes the Commissioners' Courts trustees of
a permenent school fund of & county for the benefit of
public¢ schools, it was held in ta County v, Blackb ’
100 Pex. 51, 93 S.W. 419 (1906) %éﬁf Eﬁe EommIssIonara;
Court could not reduce the interest rate on a note from
seven per cent to three per cent.

In view of the foregoing, it is our opinion
that 1t is within the discretion of the Commissioners'
Qourt to determine in what securities it will invest
moneys belonging to the permapent school fund of the
county. If the facts should show, however, {consider-
ing the interest rate and maturity date of the bonas)
that the Commiseioners' Court abused its discretion in
investing the moneys belong to the permanent school
fund of the county and did not invest this money for the
benefit of the permanent school fund of the county and
the county available school fund, 1t is our opinlon that
the Commissioners'! Court's order would not be valid.

You also ask if the Commissioners' Court would
have the authority to sell United States Government bonds
at a discount and purchase the Llano Independent School
Distriets' bonds 1f the Llano Independent School District
would pey the amount of the dlscount necessary to obtain
the money on the government bonds. In answer to this
question, we call your attention to the provisions of
Article 2786 whigh would prohibit the Llano Independent
School Distriet from paying the discount, eince Article
2786 prohibits the sshool distriet from selling its bonds
at less than per.

SUMNARY

The Commiasioners' Court cannot ssll
United States Goverment honds belonging
to the permanent school fund of the count
at & dtscount. Tax.Const,, Art.VII, 3ee¢.6.

It is within the Aiscoretion of the Com-
nissi ags' Oourt to decide in vhat seouri-
ties rgn horized by Artisle 2824, V.C.3.) it
Bay invest moneys belonging to the permanent
sohoel fund. Thoe Jommissiomews' Court holds
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moneys belonging to the permanent school
fund in trust for public schools, and can-

not abuse this Adiscretion. Delta OOuntE v,
Blaczbg‘t‘_n, 100 Tex. 51, 9} S.W, *
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